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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockholder
Manarin Securities Corporation
Omaha, Nebraska

We have audited the accompanying statement of financial condition
of Manarin Securities Corporation, (a Nebraska corporation) as of
December 31, 2004 and the related statements of income, changes in
stockholders' equity, and cash flows for the year then ended that
you are filing pursuant to rule 17a-5 under the Securities Exchange
Act of 1934. These financial statements are the responsibility of
the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit 1in accordance with auditing standards
generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain
reasconable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reascnable
basis for our opinion.

In our copinion, the financial statements referred tc above present
fairly, in all material respects, the financial position of Manarin
Securities Corporation as of December 31, 2004, and the results of
its operations and its cash flows for the year then ended, in

conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on
the basic financial statements taken as a whole. The information
contained in Schedule 1, 2, 3, is presented for the purpose of




additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by
rule 17a-5 under the Securities Exchange 2aAct of 1934. Such
information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion,
is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Dad y B LD P&

DOLLECK & FREDERES P.C.
Certified Public Accountants
February 25, 2005




MANARIN SECURITIES CORPORATION

STATEMENT OF FINANCIAL CONDITION

December 31, 2004

ASSETS
Cash (Note A2) $ 159,718
Accounts receivable-Broker & Dealer 25,044
Accounts receivable-commissions 69,851
Securities Owned: (Note A3)
Marketable at market value 69,313

Not readily marketable, at estimated fair value 28,350
Secured demand notes collateralized by marketable

securities (Note C) 350,000
Deferred Tax Asset (Note D) 15,230
Prepaid Income Taxes

5,834

Total Assets § 727,340

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts Payable and accrued expenses $ 5,150
Commissions payable 76,640
81,7390
Commitments and contingent liabilities
Subordinated borrowings pursuant to secured
demand note collateral agreement (Note C) 350,000
Total Liabilities and Commitments S 431,780
Stockholder's Equity
Common stock - authorized 25,000 shares of $1 par
value; issued and outstanding 10,000 shares 10,000
Paid in capital 17,453
Retained earnings 268,097
Total Stockholder's Equity $ 295,550
Total Liabilities and Stockholder's Equity $__ 727,340

The accompanying notes are an integral part of this statement.
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MANARIN SECURITIES CORPORATION

STATEMENT OF INCOME

For the Year Ended December 31, 2004

Revenues
Commissions and Fees $2,175,113
Investment Income 20,166
Total Revenues 2,195,279

Operating Expenses

Wages & Commissions (Note C) 1,456,293
Reimbursement Advisory Fees 196,000
Reimbursement of office overhead (Note C) 480,000
Ticket charges, communication, and other fees 83,840
Licenses and fees 2,446
Registration expenses 10,349
Marketing, Promotion, and Conferences 425
Professional fees 5,900
Fidelity Bond 1,160
Breakpoint liability expense 1,776
Breakpoint refunds 1,972
Miscellaneous 5,941

Total Expenses 2,246,102

Net Income before tax (50,823)

Income tax Benefit (Note D)

16,904

Net Income $ (33,919)

The accompanying notes are an integral part of this statement.
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MANARIN SECURITIES CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

For the Year Ended December 31, 2004

Common Paid In Retained
Stock Capital Earnings
Balance, January 1,

2004 $ 10,000 S 17,453 § 561,238
Dividends Paid (259,222)
Net income (33,919)
Balance, December 31,

2004 S 10,000 S 17,453 & 268,097

The accompanying notes are an integral part of this statement.
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MANARIN SECURITIES CORPORATION
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2004

Cash Flows From Operating Activities:
Net Loss
Adjustments to reconcile net income to
net cash provided by operating activities:
Unrealized (Appreciation) Depreciation in Investments
(Increase) decrease in operating assets:
(Increase) decrease in accounts receivable-
Broker & Dealers
(Increase) decrease in accounts receivable-
commissions
(Increase) decrease in securities owned
(Increase) decrease in deferred tax asset
(Increase) decrease in prepaid income tax
Increase (decrease) in commissions payable
Increase (decrease) 1in accounts payable
Increase (decrease) in deferred tax liability
Increase (decrease) in federal income tax payable

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends Paid

NET CASH PROVIDED (USED) BY
FINANCING ACTIVITIES

NET DECREASE IN CASH

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR (Note A2)
SUPPLEMENTAL DISCLOSURES:

Income Tax Paid

$(33,919)

(1,461)

381
9,362
158,356
(15,230)
(9,150)
22,333
(6,140)
(1,674)
(10,042)

112,816

(259,222)

(259,222)

(146,406)
306,124

$_159,718

$ 9,150

The accompanying notes are an integral part of this statement.
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MANARIN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

For the Year Ended December 31, 2004

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This summary of significant accounting policies of Manarin
Securities Corporation is presented to assist in understanding the
Company's financial statements. The financial statements and notes
are representations of the Company's management, who are
responsible for their integrity and objectivity. These accounting
policies conform to generally accepted accounting principles

1) BASIS OF PRESENTATION AND NATURE OF OPERATIONS - Manarin
Securities Corporation, is a broker and dealer in securities
registered with the Securities and Exchange Commission (SEC),
and is a member of the National Association of Securities
Dealers (NASD). The corporation offers an array of financial
service products including both equity and debt securities and
variable annuity insurance products through independent
contractor brokers. The corporation operates on a fully-
disclosed basis and 1is exempt from the provisions of
Securities and Exchange Commission rule 15c¢3-3.

The corporation executes and clears trades through an
unaffiliated brokerage firm, Pershing LLC.

2)  CASH AND CASH EQUIVALENTS - For purposes of the statement of
cash flow the Company considers all highly liquid investments
with a maturity of three months or less when acquired to be
cash equivalents.

3) Securities owned are valued at market value, and securities
not readily marketable are valued at fair value as determined
by management. The resulting difference between cost and
market value is recorded as investment income.




MANARIN SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS

For the Year Ended December 31, 2004

Marketable securities consist of trading and investment
securities at market values, as follows:

Owned
Municipal and local obligations 12,707
Obligations of U.S. Government 36,212

Mutual funds

20,394

$ 69,313

Securities not readily marketable include investment
securities (a) for which there is no market on a securities
exchange or no independent publicly quoted market, (b) that
cannot be publicly offered or sold unless registration has
been effected under the Securities Act of 1933, or (c) that
cannot be offered or sold because of other arrangements,
restrictions, or conditions applicable to the securities or to
the Company.

At December 31, 2004, these securities at estimated fair
values consist of the following:

Corporate stock and warrants S 28,350

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
of America regquires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and
reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

-10-



5) Securities transaction - Customers' securities transactions
are recorded on a trade-date basis with related commission
income and expenses recorded on a trade-date basis.
Securities transactions of the corporation are recorded on a
trade-date basis.

6) Advertising - The corporation expenses advertising costs as
they are incurred.

7) Income Taxes - The corporation accounts for income taxes using
the asset and liability method. Under this method, deferred
tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities
and their respective tax bases. Deferred tax assets and
liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled.

NOTE B - NET CAPITAL REQUIREMENT

The Corporation, as a registered broker-dealer, is subject to the
Uniform Net Capital Rule (Rule 15c¢c3-1) of the Securities Exchange

Act of 1934. This rule requires the Company to maintain net
capital of at least $100,000 at all times. At December 31, 2004,
the Company's net capital, as defined, was $§ 611,384. The

corporation ratio of aggregate indebtedness to net capital was .14
to 1.

NOTE C - RELATED PARTIES
Wages and commissions of $724,385 were paid to Roland R. Manarin.

Manarin Securities Corporation paid Roland R. Manarin and
Associates, Inc. $480,000 for the Company's proportionate share of
office overhead expenses for the year ended December 31, 2004.

Roland R. Manarin and Associates, Inc. has executed subordinated
loan agreements with Manarin Securities Corporation in the amount
of $350,000. At December 31, 2004, the securities pledged had a
market value of $ 590,027. After applying market adjustment and
regulatory haircuts, the adjusted value was $ 438,234.

-11-



MANARIN SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS

For the Year Ended December 31, 2004

NOTE D - INCOME TAXES

The Corporation has a temporary difference of $11,939 due to
computing income taxes on the cash basis of accounting and $99,366
of Net Operating Loss carryover for the state of Nebraska.

The components of taxable income and the provision for income taxes
at December 31, 2004, are as follows:

Current Federal and State tax benefit S 16,904
Deferred Federal and State tax liability 0
Total Income Tax Benefit $ 16,904

Net deferred tax asset as of December 31, 2004, consists of the

following:
Current deferred tax asset $ 15,230
Current deferred tax liability 0
Net deferred tax asset $ 15,230

The Corporation's current deferred tax asset represents the tax
effects of taxable temporary difference in bock and tax reporting.
The taxable temporary timing differences consists of cash reporting
differences for accounts receivable, accounts payable, wages and
commissions payable, the tax effects of the net operating loss
carryover for the state of Nebraska, and the tax effect for the
carryback/carryforward of current year loss for federal income tax
purposes.

The company has a net operating loss carryforward for state of
Nebraska expiring in 2007 and 2009.

-12-
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SCHEDULE 1

MANARIN SECURITIES CORPORATICN
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF
THE SECURITIES EXCHANGE ACT OF 1934

December 31,

Total Stockholders Equity and Subordinated Liabilities:

Credit items:

Common stock $ 10,000

Allowable subordinated liability
Paid-in capital
Retained earnings

Deduct ncnallowable assets:
Haircuts on securities
Accounts receivable - other
Non-allowable securities

NET CAPITAL
Total Liabilities:

Accounts Payable
Wages & Commissions payable

Aggregate indebtedness
Capital Requirements:
Minimum Net Capital Required (6 2/3%)

Minimum dollar net capital requirement
Of the corporation

Net capital exceeding required minimum

Ratio of aggregate indebtedness to
Net capital

-13-

268,097

28,350

$645,550

34,166

$ 611,384

S 5,150

76,640

$ 81,790

$ 5,452

$ 100,000

$ 511,384

.14 to 1




SCHEDULE 2

MANARIN SECURITIES CORPORATION

RECONCILIATION OF NET CAPITAL AND AGGREGATE
INDEBTEDNESS PER AUDIT REPORT TO CLIENT'S FOCUS REPORT

December 31, 2004

Aggregate indebtedness per Audit Report S 81,790
Aggregate indebtedness per Focus Report 81,790
Difference in income tax payable S 0
Net capital per Audit Report $ 611,384
Net capital per Focus Report 584,070
Difference in Prepaid Income Tax $ 27,314

and Deferred Tax Asset of $25,064.
Difference in cash of $2250 for
unreccorded interest income.
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SCHEDULE 3
MANARIN SECURITIES CORPORATION
STATEMENT OF CHANGES IN SUBORDINATED LIABILITIES

December 31, 2004

Subordinated liabilities at January 1, 2004 $ 350,000

Increase (decrease) 0

Subordinated liabilities at December 31, 2004 $ 350,000
-15-
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY SECURITIES
AND EXCHANGE COMMISSION RULE 17a-5

Manarin Securities Corporation
Omaha, Nebraska

In planning and performing our audit of the financial statements of Manarin Securities Corporation
(a Nebraska Corporation) for the year ended December 31, 2004, (on which we have issued our
report dated February 25, 2005), we considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing

our opinion on the financial statements and not to provide assurance on the Corporation's internal
control.

Also, as required by Rule 17a-5(g)(1) under the Securities Exchange Act of 1934, we have made a
study of the practices and procedures (including test of compliance with such practices and
procedures) followed by the Corporation that we considered relevant to the objectives stated in Rule
17a-5(g), in making the periodic computations of aggregate indebtedness and net capital under Rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. We did
not review the practices and procedures followed by the Corporation in making the quarterly
securities examinations, counts, verifications, and comparisons, and the recordation of differences
required by Rule 17a-13 or in complying with the requirements for prompt payment for securities
under section 8 of Regulation T of the Board of Governors of the Federal Reserve System, because
the Corporation does not carry securities accounts for customers or perform custodial functions
relating to customer securities.

The Management of the Corporation is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected
benefits and related costs of internal control and of practices and procedures, and to assess whether
those practices and procedures can be expected to achieve the Securities and Exchange
Commission's ("Commission") above-mentioned objectives. Two of the objectives of an internal
control and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Corporation has responsibility are safeguarded against
loss from unauthorized acquisition, use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.



Because of inherent limitations in any internal control or the practices and procedures referred to
above, misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluations of the internal control or of such practices and procedures to future periods are subject
to the risk that they may become inadequate because of changes in conditions or that the degree of
compliance with practices or procedures may deteriorate.

Our consideration of the Corporation's internal control would not necessarily disclose all matters in
the Corporation's internal control that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of one or more internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we noted
no matters involving the Corporation's internal control and its operation, including control activities
for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Corporation's practices and procedures were adequate at December 31, 2004, to meet the
Commission's objectives.

This report is intended solely for the information and use for the Board of Directors, management, the
Securities and Exchange Commission, and other regulatory agencies which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
is not intended to be and should not be used by anyone other than these specific parties

Dot O rE

Omaha, Nebraska
February 25, 2005



